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Editorial— 72 odays’ 


The paradox of marked recovery with 
no marked decrease in the army of unem- 
ployed presents a vital problem to the 
merchant. The rapid increase in sales 
obscures the fact that transactions have 
not increased in proportion to the rise. 
For example, the Harvard figures for 
large department stores show that dollar 
sales increased 17.3 per cent from 1933 to 
1935 but that gross transactions in- 
creased only 8.8 per cent. This year 
department-store sales will average 
about 12} per cent above 1935 but the 
indications are that the increase in trans- 
actions will be slight. 

The reasons for this phenomenon are 
not difficult to find. Transactions are a 
rough measure of physical quantities of 
goods purchased and this quantity re- 
mains comparatively staple; the quantity 
of goods necessary to satisfy demand 
does not show great variation during dif- 
ferent stages of the business cycle. For 
example, even in 1933, the number of 
transactions handled by large depart- 
ment stores was only 9 per cent less than 
the number in 1930; and in 1930 stores 
enjoyed more transactions than they did 
in 1929. The 1935 figures show trans- 
actions almost back to the 1930 level, or 
almost at their all-time peak. Further 
increase is bound to be slow and will 


Promotion Problem 


‘depend upon increases in the number of 


people able to buy. 

A second reason for the slow growth in 
transactions is the unemployment and 
relief situation. Previous periods of re- 
covery and prosperity have been due to 
the ability of more people to buy more 
things. But today, few people are able 
to buy more things. Relief rolls remain 
high; the able-to-buy population is not 
increasing materially. 

A third and more fundamental reason 
is the slowing up in the rate of growth 
of population coupled with curtailed im- 
migration. There is considerable likeli- 
hood that the population of this country 
will reach a maximum by 1950 and then 
decline gradually. With no rapid in- 
crease in population today nor influx of 
large numbers of people into new unde- 
veloped communities, the forecast for a 
market composed of more people is not 
bright. 

Since the improved sales volume is not 
primarily the result of selling more goods 
to more people, it must be caused by 
larger transactions. As Mr. William E. 
Robinson, advertising director of the 
New York Herald Tribune, states it, 
“Some people are buying more things. 
Some people are buying better things. 
In the first years of the depression, sales 
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volume went down, while transactions 
continued to rise. And at the end of the 
cycle, sales volume is going up and trans- 
actions are not going up proportionately. 
In other words, the able-to-buy Mrs. 
Jones, who was also able to buy during 
the depression, is buying more things; 
and in many instances is paying higher 
prices for them.” 

Once a merchant realizes that today’s 


opportunity for sales volume lies in the 


direction of larger average sales transac- 
tions, not great increases in the number 
of transactions, the following policies will 
be adopted: 

1. Promotional appeals will empha- 
size quality and will not attempt to 
attract masses of people with a bargain- 
price emphasis. 

2. There will be more intelligent use of 
internal sales-promotion media, such as 
signs and posters, motion pictures, mer- 
chandise tags, fashion shows, and printed 
or mimeographed material handed out 
in the store. These are designed to sell 
customers more and better goods while 
they are in the store. 

3. Chief attention will be given to 
developing better personal salesmanship, 
for the logical point at which to increase 
the average sale is at the selling counter. 
That stores are fast recognizing this fact 
is evident by a greater demand for 
trained personnel executives than ever 
before. The agencies are having diffi- 
culty filling the demand. 

4. Suggestion selling campaigns will 
become a major part of every sales-pro- 
motion program. They should be 
planned under three heads: (1) selling 
related goods; (2) selling more of the 


same goods; and (3) selling higher priced, 
better quality goods. For example, one 
small department store in ten days sold 
ninety dresses to coat customers and 
forty-four coats to dress customers by an 
organized system of suggestion selling 
between departments. Another store 
trained telephone-order clerks in sugges- 
tion selling and in four weeks the goods 
sold upon a basis of suggestion increased 
the telephone-order volume 25 per cent. 
It was found that over 27 per cent of the 
people to whom suggestions were made 
ordered the suggested merchandise, 
with no increase in the return-goods 
ratio. 

5. Expenses will not be allowed to in- 
crease with dollar volume. Merchants 
will not be satisfied to keep the expense 
ratio constant but will insist that it be 
reduced. Since approximately one half 
of a store’s expenses tend to fluctuate 
with transactions, and since another 
large portion is fixed, sales increases 
growing out of large sales should not add 
materially to store expenses. Profits are 
thus easier today, provided expenses are 
properly controlled. 

From a broad sociological standpoint 
there are grave dangers in a prosperity 
that represents more buying by some peo- 
ple rather than buying by more people. 
The problems of relief and discontent will 
rise to plague us. Buta clear knowledge 
of the nature of our new prosperity 
should lead to an avoidance of the waste 
in the old-time sales-promotion devices 
that looked to an increase in the number 
of customers. Ours is a qualitative not 


a quantitative market. 
J. W. W. 
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Buying and Merchandising Division 


The Case for Central Buying of 
Fashion Goods 


BERNARD 


I. Galitzki 


This study discusses the merits and determines the status of the plans 
whereby part or all of the merchandising of fashion items is handled in 
the central market. 


NATURE OF CENTRAL BUYING 


Primarily, the question around which 
this study is built is “Does central buy- 
ing of fashion merchandise have sufficient 
economic significance to justify its exist- 
ence?” It is necessary, first, to define 
clearly the terms used in this study. 
Central buying may be defined as “the 
buying activities of a group of centrally 
controlled or associated stores performed 
by a buyer in the central market who is in 
direct charge of all purchases made for 
certain departments or classifications of 
departments.””! 

Central buying must not be confused 
with resident buying which includes 
maintaining a representative in the cen- 
tral market to assist the store buyer, 
aiding him when he is in the market, and 
placing orders when the store buyer 
requests them. It is true that resident 
buyers are in an excellent position to do 
central buying, and many are assuming 
this function to a limited degree. 

Central buying may include, in addi- 
tion to the buying of goods, the actual 
merchandising responsibility of the de- 
partment. The term allows several 
arrangements between the stores and the 
central office: (1) the central buyer may 
assume the complete merchandising ac- 
tivity, (2) he may merely buy on requisi- 


1 John W. Wingate, Manual of Retail Terms 
(New York: Prentice-Hall, Inc., 1931), p. 99. 


tion from the store, and (3) there may be 
a combination of these two methods 
whereby the central office has a certain 
amount in dollars or units which it pur- 
chases on its own responsibility and the 
balance of the buying is done on requisi- 
tions from the stores. No attempt will 
be made here to outline the details of 
operation in each case, but simply to 
indicate the advantages and limitations 
of these systems collectively. 


STATUS OF CENTRAL BUYING 


In order to determine the current 
status of central buying, the author inter- 
viewed twenty-four buying organiza- 
tions. Of these, there were only four 
which were not doing central buying. 

The organizations investigated fall 
into three groups: (1) the centrally 
owned group where the stores or depart- 
ments are directly owned and controlled 
by the central organization; (2) the 
store-owned group where several stores 
coéperate in conducting a buying office 
to handle their central market activity; 
(3) the independently owned group 
where there is no direct connection of 
ownership and the organization merely 
acts as an agent of the store in buying. 

Centrally owned groups. Fourteen of 
the centrally owned organizations were 
approached. These included several of 
the large chains of retail stores. They 
own and control several hundred stores, 
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and the combined sales volume of the 
organizations runs into hundreds of mil- 
lions of dollars annually. All but one 
of these organizations do some form of 
central buying. Some buy only one 
item, but the majority of the centrally 
owned systems handle most of their buy- 
ing through their central offices. None 
were considering limiting their central- 
buying activity, and several were plan- 
ning to increase it, going into additional 
items and price lines. The general im- 
pression received from the executives of 
this group of organizations was one of 
belief in the advantages and a continu- 
ance of central buying. 

Store-owned groups. In the second 
group, consisting of store-owned organi- 
zations, there were three contacted. Of 
these two were undertaking central buy- 
ing and one was not. The reason given 
for the one not undertaking it was that 
the class of merchandise handled by the 
group of stores did not fall into the lower 
price brackets, and thus it was necessary 
for each store to be individually mer- 
chandised. The other two organizations 
were expanding their central-buying 
operations, taking on new items and 
additional price lines. 

Independently owned groups. Seven of 
the organizations studied were inde- 
pendently owned. These were mostly 
large resident buying offices. Only two 
of this group are not doing some form of 
central buying. The others are actively 
experimenting with central buying for 
their clients. Their activity is somewhat 
limited due to their inability to control 
the merchandising policies of the stores. 
All of these organizations feel that cen- 
tral buying is advantageous and that it 
is a partial answer to chain competition. 

Trends. There is a definite increase 


in the number of stores and organiza- 
tions of stores doing central buying. 
This increase is seen in the additional 
number of stores which voluntarily enter 
into or insist upon their resident buyer 
operating a system of central buying. 
More and more stores each day make 
arrangements for central buying in addi- 
tional items, price lines, or even entire 
departments. 

Economic considerations. In collect- 
ing data from the twenty-four organiza- 
tions in question, a careful attempt was 
made to obtain a complete picture of the 
advantages and disadvantages of this 
newer method of buying. Those prac- 
tising central buying found it to be eco- 
nomically justified for many of the same 
reasons that justify chain operation. In 
fact, it is a major factor in the success of 
most chains. Concentration of mer- 
chandising activity in the hands of spe- 
cialists reduces costs, improves mer- 
chandise quality, provides a wider, more 
attractive assortment, and results in 
greater value for the customer. 

The broad economic benefits to the 
customer are also reflected in definite 
advantages to the department store. 
These may be classified under three 
major heads: 

1. Advantages in buying 

2. Advantages in selling 

3. Advantages in control of stocks and 

markdowns 
These benefits accrue to the stores, how- 
ever, only if the proper procedures are 
employed in the setting up and in the 
operation of the function. 


ADVANTAGES IN BUYING 


Steady flow of merchandise. In con- 
nection with buying, perhaps the greatest 
advantage is that there is a steady flow 
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of new merchandise into the department. 
The central buyer can continually send 
new items of interest. A store is judged 
by the merchandise it carries in its 
apparel departments. Women, who do 
by far the greatest part of the purchas- 
ing, are vitally influenced by the ability 
of the store to have fashion-right items 
of apparel. The apparel departments 
occupy a predominant position in shap- 
ing public opinion. When customers 
continually find new, interesting items in 
the fashion departments, they are likely 
to consider the store in a more favorable 
light. The store will gain the reputation 
of being the most desirable place to look 
for new merchandise. This reputation 
will apply not only to fashion depart- 
ments, but to all departments and 
thereby indirectly increase sales of the 
rest of the store. 

Another way in which the steady flow 
of new merchandise will increase sales is 
by stimulating repeat trade. Customers 
are more likely to return often to the 
department if they know that new styles 
are arriving daily. They may come only 
to look at the new merchandise, but once 
they are in the department, the store has 
an excellent opportunity to sell to them. 

Outstanding styles. In addition to the 
steady flow of new merchandise, there is 
another advantage in that the store may 
obtain more outstanding styles than its 
own buyer would select. At present, 
the average buyer is in the market com- 
paratively little. The central buyer, 
being in the market most of the time, is 
in a better pesition to determine what 
the new items, fabrics, colors, and styles 
are and which of these will be most sal- 
able. He can follow trends more accu- 
rately. He can select styles which are 
more likely to appeal to the greatest 


number of women. The store will profit 
by having these outstanding styles at the 
right time. A fashion, if it is good at all, 
is good all over the country with only 
minor exceptions due to unusual local 
conditions. There is only a lag of a few 
days in the country-wide adoption of new 
styles. The differences both in climatic 
conditions between the north and the 
south and also in local peculiarities can 
be recognized and allowances made. 
While the central buyer is in a posi- 
tion to select outstanding styles, he may 
have some difficulty in selecting the best 
styles for each particular store. He may 
not know just what type of merchandise 
sells best in each. This may be over- 
come if the central buyer will thoroughly 
familiarize himself with the separate 
units of the organization. Often a visit 
to the stores will enable him to visualize 
in his buying what styles will sell best. 
Inspection of merchandise. A third 
advantage of central buying is that the 
merchandise may be inspected before it 
is shipped to the stores. The central 
office can readily check to see that it 
comes up to specifications set by the store 
and the central office, and to determine 
whether it is identical with the samples 
on which the buyer based selection. If 
the merchandise is not suitable, it may 
readily be returned to the manufacturer. 
The latter is more likely to accept the 
merchandise if returned within a day or 
two by the central office. Promptness 
of return and potential buying power of 
the central organization are important 
factors in this respect. The manufac- 
turer will be eager to make an adjust- 
ment for an important customer. The 
store is saved the time and the expense 
of inspection and return of faulty mer- 
chandise. This means a saving in trans- 
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portation costs, for the unacceptable 
merchandise is not sent to the store and 
then back to the manufacturer. The 
further a store is from the central market, 
the more apparent this advantage be- 
comes because of the greater saving in 
time and transportation costs. A minor 
consideration here is the convenience of 
consolidating shipments to one store 
thereby effecting a further saving in 
transportation. 

Traveling expense. A fourth advan- 
tage in central buying is the reduction of 
traveling expense. Since the depart- 
ment manager is primarily in charge of 
selling, he has little reason to make trips 
to the central market. It may be ad- 
visable for the department manager to 
make an occasional trip to the market 
however. Contact between him and the 
central buyer will strengthen the rela- 
tionship between the separate depart- 
ments and the central organization. It 
will provide additional incentive for the 
department manager to make an excel- 
lent showing. These occasional trips 
will be less expensive than frequent trips 
of a regular buyer. 

Additional quantity discounts. A fifth 
buying advantage is obtained through 
the larger quantities purchased. The 
central buyer may be able to get better 
terms, discounts, and datings, or better 
quality for the same price that others 
pay. Manufacturers are often able to 
shade their price a little, give slightly 
greater discounts, or extend the date of 
payment when a large order is placed. 
Such variations are warranted if there 
are corresponding savings in costs 
of manufacture, selling, or delivery. 
Where the terms, discounts, and datings 
are standard and the manufacturer does 


not desire to cut them, large centralized 


orders may lead to an improvement in 
the quality of the merchandise, so as to 
give greater value for the same money. 
The price advantage of quantity pur- 
chasing is often given first place, but, 
even though important, it should not 
occupy the predominant position. 
There can be available at the best only 
comparatively slightly better terms and 
datings. There is danger of putting 
forth too great an effort to obtain lower 
prices leading to ill will in the market and 
even government investigation under 
the Robinson-Patman Act. The store 
should not look to the dollars and cents 
saved in the purchase price for the justifi- 
cation of central buying of fashion goods. 
Improved operation will result because 
of all the advantages and not one alone. 


ADVANTAGES IN SELLING 


Central buying not only results in the 
buying advantages discussed above, but 
it also improves the selling function. 

Specialization. The department man- 
agers become selling specialists. Their 
main interest is centered within the store 
itself. Their task is to sell. They need 
no longer be burdened with all the detail 
of buying merchandise. They can con- 
centrate on doing the best possible selling 
job. The department managers can 
devote more of their attention to the 
training and directing of the salesforce. 
By concentrating on selling, they can 
lead the salesforce to increased sales and 
depend upon the central office to obtain 
the proper styles. The department 
managers may be of direct assistance to 
the central office through their sug- 
gestions and their opinions in regard to 
local conditions. However, through 
their concentration on selling they can 
more ably accomplish the aim of all 
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stores—the satisfaction of customers office has the experiences of many de- 


through the selling of merchandise. 

Promotion planning. Another advan- 
tage in selling is that there can be better 
planning of promotions. These can be 
handled more advantageously through 
the central office where they may be 
planned by experts. The expert central 
organization can more intelligently plan 
the promotions since it can better devise 
and suggest advertising methods, copy, 
and illustrations. This material, when 
distributed, will cost each store less than 
if the promotions were planned sepa- 
rately. The central office handles spe- 
cial promotions much better, for it is 
aware of special offerings of merchandise 
in the market. 

Effective layouts. A third selling ad- 
vantage is found in more effective stock 
arrangements. Through scientific stud- 
ies which an individual store is not able 
to undertake, the central office can find 
the most effective layout, stock, and dis- 
play arrangement for each department. 
It may even devise selling and display 
fixtures. This most effective arrange- 
ment can be installed in each store, 
allowing for variations in physical layout. 


ADVANTAGES IN CONTROL OF STOCKS AND 
MARKDOWNS 


In addition to the buying and selling 
advantages of central buying, there are 
others which come through better con- 
trol methods. The merchandise man- 
ager or store owner is vitally interested in 
figures which show an increased operat- 
ing efficiency of the department which is 
centrally merchandised. 

Group planning. Central buying 
brings an advantage in control through 
the more careful organization of plans 
for several stores at the same time. The 


partments before it, so that it can more 
accurately plan the sales and the amount 
of stock necessary to achieve the sales. 
This careful planning will lead to mini- 
mum stocks. The experience of the 
central office will probably more than 
offset the disadvantage that the planner 
is not in the store. 

Uniform unit control. Another advan- 
tage in control offered by central buying 
is that it provides a uniform unit control 
system that may be used in all the stores. 
Again, the expert central organization 
can plan and install a control system 
which will give simply and accurately the 
information necessary for proper stock 
keeping and proper buying. An indi- 
vidual store may be able to install an 
adequate system, but it is often unable 
to enforce the use of complete informa- 
tion. Since the central buyer must de- 
pend upon uniform systems and records, 
the data are continually being used, lead- 
ing to complete stocks in all stores. This 
factor alone should lead to definite sales 
increases. 

Markdown policy. The third control 
advantage comes from an intelligent 
markdown policy. With control in the 
hands of department managers, mark- 
downs on fashion merchandise often 
more than eliminate any profit that 
might have been made earlier in the 
season. Buyers in the store may devise 
an intelligent markdown policy which 
will move fashion items before the items 
lose their fashionableness, but they are 
often reluctant to adhere to the policy 
they devise. They often hesitate to take 
sufficiently large markdowns to clear the 
merchandise out of the store. The cen- 
tral office can establish an intelligent 
markdown policy and insist that the 
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department manager adhere to it. By 
taking a sufficiently large markdown just 
after the fashion peak (in some lines of 
quick change, just before tl: fashion 
peak) the merchandise may be sold 
readily and the ultimate markdowns 
decreased. 

Markdowns reduced by transfer. Mark- 
downs may be minimized in another 
way. Merchandise which does not find 
ready sale in one city may be selling 
extremely wellin another. Certain char- 
acteristics of population or unusual local 
conditions account for this. Thus, the 
merchandise which is not selling in one 
store may be transferred to another 
store and the markdowns greatly re- 
duced, or entirely eliminated. The 
second store gains by getting more mer- 
chandise which will sell. Centrally 
owned chains are able to assemble broken 
lots to ensure more effective clearance 
sales. Toward the end of each season, 
there will be odd, broken lines and assort- 
ments in each department. There is 
hardly sufficient merchandise in any one 
to run a profitable clearance sale. How- 
ever, through consolidation of all these 
odds and ends in one store, a complete 
or nearly complete assortment may be 
had. Thus, a clearance sale has a better 
chance of being a success. This method 
not only successfully clears out the odds 
and ends, but also reduces the advertis- 
ing expense of these departments. Often 


* the advertising percentage on clearance 


items is far too high. The consolidation 
will cut the expense for all the stores, 


including the one in which the clearance 


sale is being held. Markdowns are also 
reduced through this effective clearance. 
This operation is more likely to succeed 
in centrally owned stores where the 
central management can arbitrarily de- 


termine the store to be used for the 
sale. 


SUMMARY OF ADVANTAGES 


In summarizing the advantages of 
central buying to department stores, it 
is clear that they are many and varied. 
They include advantages in almost every 
phase of operation of a fashion depart- 
ment that should lead to increased 
profits. These result directly from in- 
creased sales due to the better buying ac- 
tivity, better selling activity, and better 
control. Profits may be further in- 
creased by the reduced cost of mer- 
chandise sold and reduced expenses. 
For a store which is losing money on its 
fashion departments, or one which is not 
satisfied with its profit showing, the 
advantages of central buying should be 
carefully scrutinized. 


LIMITATIONS TO CENTRAL BUYING 


Even though central buying has many 
advantages, there are several difficulties 
which may be encountered in its organi- 
zation and operation. These obstacles 
may hinder success materially. 

Unlike stores. The first major diffi- 
culty lies in gathering together a group 
of similar stores and a group large enough 
to enjoy efficient operation. Although 
there is no set minimum in the number 
of stores necessary, the stores should be _ 
of nearly the same class and should sell 
in their fashion departments approxi- 
mately the same type of merchandise. 
No two stores are just alike in this 
respect so that the task of selecting a 
group of similar stores is great, and even 
greater is the task of getting these stores 
to codperate in a central buying arrange- 
ment. 

The presence of unlike stores in the 
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same system will reduce the effectiveness 
of the central buying operation. Where 
the stores are very similar, the central 
buyer can buy for all of them as a unit. 
Where there are distinct differences, he 
will be required to merchandise each of 
the stores separately. This will increase 
the difficulty of the task and lessen the 
chances for success. It is desirable to 
have a group of stores, each so similar 
that nearly the same merchandise will 
be salable in all of them. 

Attitude of executives. One of the ob- 
stacles encountered in organizing the 
stores is the objection of the buyers and 
other merchandising executives. Any 
activity which takes some of the func- 
tions—or the job itselfi—away from a 
buyer is resented and will be fought by 
him. He will do everything in his power 
to prevent the installation of a system of 
central buying, and if he is kept in the 
store organization as a selling or depart- 
ment manager, he is likely to attempt to 
prove the central operation a failure. 
The buyer, through custom and practice, 
has made his place in the department 
store seem indispensable. In some cases, 
he is necessary, but in many instances 
the buying operation can probably be 
better preformed by a central organiza- 
tion. But the prejudice of the store per- 
sonnel is an important factor to consider. 
It must be averted or overcome, if at 
all possible. 

In addition to this prejudice, there is 
often a reluctance on the part of the store 
owner or merchandise manager to install 
a new merchandising method into the 
store. It is true that if a department is 
not doing well, the merchant in looking 
around for a remedy may adopt central 
buying; but where the department is 
already doing what seems to be a satis- 


factory operation, the executive is un- 
willing to attempt any change in method. 
This is especially true if the outcome is 
somewhat uncertain. 

The executive, in considering the 
installation of central buying, may ques- 
tion or underestimate its advantages. 
He may question the point that more 
appropriate merchandise will be brought 
into the department. He may feel that 
the reduction in expense will not mate- 
rially affect the net profit. The execu- 
tive may believe that, even if the advan- 
tages should accrue to the department, 
the improvement would be slight and 
that it would hardly be wise to change. 
In this connection, the preponderance of 
outside business conditions and of eco- 
nomic factors often makes the central- 
buying advantage seem of secondary 
importance. 

Lack of coéperation. In addition to 
the problems encountered in getting the 
stores together, there may be obstacles 
in the operation of central buying. Like 


most operations, it does not function per- © 


fectly all the time. The difficulty, how- 
ever, is not due to inherent faults of the 
principle but rather due to faulty pro- 
cedure. The difficulties of operation 
largely grow out of lack of codperation 
between the stores and the central office. 
This may be due to several factors: an 
apathetic attitude on the part of depart- 
ment managers; a critical attitude on the 
part of store executives; insufficient at- 
tention to the department; or a dominat- 
ing attitude by the central office. Cen- 
tral buying is one activity where 
codperation is imperative because of the 
division of responsibilities and the dis- 
tance of the stores from the central office. 
If the aims of the organization and the 
methods used to accomplish these aims 
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were clearly understood by all the parties 
concerned, there would be a better 
chance of complete codperation between 
the various units of the organization. 

Failure to adjust buying to local condi- 
tions. The chief operating obstacle lies 
in the adjustment of merchandise to local 
conditions. Some believe that, for this 
reason alone, central buying will fail. It 
is difficult to buy merchandise accurately 
that will fit the individual store and com- 
munity needs if the buyer is not con- 
stantly in the community itself. The 
closer a buyer is to both his customers 
and to his resources, the more accurately 
he should be able to fit his purchases 
to his customers. However, the store 
buyer may remain so close to his cus- 
tomers that he is not able to fill their 
needs even though he may recognize 
them. He may not be able to view the 
complete offerings of manufacturers that 
will suit his community. The central 
buyer can, on the other hand, get a fairly 
accurate picture of the store and its cus- 
tomers, after a visit to it, from his famili- 
arity with the records, and from daily 
reports of the store activity. He can, 
with this information in mind, fit the 
offerings of the resources to the store, 
thus doing a better merchandising job 
than the store buyer. 

There may be an obstacle due to the 
differences in the seasons of stores in the 
north and those in the south. If the 
central buyer classifies his stores care- 
fully into groups based upon likeness in 
seasons and in merchandise demands, this 
difficulty can be overcome. In fact, 
seasonal differences may be an aid to 
central buying. Fashion items which 
are found good in the southern stores 
early in the season are likely to be ac- 
cepted by the northern stores later in the 


season. These differences may be used 
as a guide in selecting styles which will 
sell well in the north. 

Disagreement among stores. A diff- 
culty that is likely to arise after the 
stores have agreed to enter a central 
buying arrangement is disagreement 
among the stores. Each is likely to 
have its own ideas of management and 
not hesitate to voice its opinion. If 
a store feels that the central office is dis- 
criminating against it in any way, it will 
not long remain in the organization. 
The simplest way of overcoming this 
obstacle is to have a dominating central 
authority that is eminently fair and has 
definite ideas of sound operation. 

Securing merchandise information. 
Another obstacle in operation is in the 
passing of buying information on to the 
salespeople. The more information that 
the salespeople have about the merchan- 
dise they are selling, the better job they 
will do. Especially in fashion merchan- 
dise, salespeople should know the talking 
points. The buyer acquires a consider- 
able amount of information as he buys 
the goods from the manufacturer. 
When he is in the selling department 
much of the time, he can tell his sales- 
people about new materials, new silhou- 
ettes, and new features. When the buyer 
is not in such direct contact with the 
department, however, it is more difficult 
to pass on the information to the sales- 
people. This may be eliminated if the 
central buyer will send descriptive notes 
with the merchandise giving all possible 
information about it and about current 
styles in the central market. Weekly or 
even daily fashion reports and forecasts 
and specific information on particular 
styles should be sent to each store. 
These bulletins will be of valuable assist- 
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ance in providing the department man- 
ager with material to instruct and inform 
the salespeople. With proper training, 
the department manager may become 
even more proficient in passing this 
information to the salespeople than was 
the buyer. 

Fixing of responsibility. Another ob- 
stacle in operation lies in the fact that it 
is difficult to fix responsibility. The 
separation of buying and selling activity 
gives a much greater opportunity for 
“passing the buck.” When a season has 
not been successful, those at the selling 
end will argue that they did not receive 
the correct merchandise and that the 
buying was poorly handled. Those at 
the buying end will claim that the de- 
partment manager and salespeople failed 
to push properly the merchandise they 
received. In case of unsatisfactory re- 
sults, this division of responsibility may 
lead to the dissolution of the central 
buying arrangement. If, however, defi- 
nite lines of responsibility and authority 
are set at the outset, this danger may be 
averted. Each person in the organiza- 
tion, both in the store and in the central 
office, should know just what his job is, 
what operation he is responsible for, and 
whom and what he has authority over. 
He must realize the importance of his 
particular function and must be willing 
to take the blame if he does not do it 
well. 

Dangers in success. There is a diffi- 
culty which may arise from successful 
operation. If the department that is 
centrally merchandised has increased 
sales and profits, the store may lose 


sight of the fact that it was the central 
buying which made it a success. The 
store may come to the conclusion that 
it can handle the department just as well 
as the central office. A tendency for 
stores to take over centrally merchan- 
dised departments will be considerably 
lessened if the central organization will 
insist on receiving due credit for its part 
in the operation. If the store is made to 
realize that the central buying activity 
has been a major cause of satisfactory 
profit showing, it will be less likely again 
to try to operate the department alone. 

The numerous obstacles or limitations 
to central buying described above may 
be very serious handicaps to success. 
These limitations may offset the econo- 
mies suggested in the previous section so 
that there may not be the expected re- 
duction in the cost of distribution. 
However, with almost every diffi- 
culty a remedy has been suggested. 
With intelligent and experienced opera- 
tion, there will be even less likelihood 
of obstacles arising and much more 
chance of overcoming them when they 
do come up. 


CONCLUSION 


With the increased use of central buy- 
ing, it is becoming apparent that it has 
economic advantages. It has proved its 
benefits to the retailer in his competition 
with other stores. It has indirectly 
added to the well-being of consumers 
through better distribution and reduced 
cost of distribution. It has, therefore, 
sufficient economic significance to jus- 
tify its further expansion. 
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Advertising and Publicity Division 


The Advertising Policies of Promotional 
and Nonpromotional Stores 


Cuartes M. Epwarps, Jr. 


Opposing store policies may both be right if stores have different central 
policies in regard to promotional activities. 


The longer one is engaged in the retail 
business, the more he is inclined to be- 
lieve that some of the “best minds”’ in 
the retail field know very little about the 
operating problems of any stores except 
their own. Yet these prominent execu- 
tives are by no means backward in ex- 
pressing their opinions about how ail 
stores should be run. Because a certain 
course of action works out satisfactorily 
in their own stores, they infer that the 
same course should be adopted by other 
stores. Despite their narrow view- 
points, which are often based on one- 
store experience, they unhesitatingly 
draw broad conclusions about the appli- 
cability of their policies for all other 
stores. Then they glibly broadcast their 
generalized advice to the retail world. 

The insidious thing about this gener- 
alized advice is the fact that the “big 
names” are expected to know what is 
right. Because of the high positions 
these men occupy in well-known, suc- 
cessful stores, they are endowed by lis- 
teners with superhuman abilities. They 
are accepted, without question, as being 
fully qualified to offer wise counsel on the 
topics about which they speak. The 
“smaller fry” are naturally hesitant 
about rejecting the views of the leaders. 
The big names must be right. How else 
could they have achieved such fabulous 
success? How else could they hold down 
their important posts? How else could 
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they merit salaries that sound like fairy 
tales? 


GENERALIZED ADVICE ERRONEOUS 


Undoubtedly the policies advocated by 
the big names do produce results in the 
stores that these men represent. But 
it is equally true that identical proce- 
dures may be dead wrong in other stores 
that are not of the same type. The 
recommended policies all too often do 
not have the wide applicability claimed 
for them by their overzealous propo- 
nents. Policies that guide one store toa 
profit may steer another to the shoals. 
For this reason it is imperative that every 
store executive evaluate critically the 
proposals with which he is constantly 
being bombarded before he accepts the 
suggestions as applicable to his own 
store. He should be continually on his 
guard to avoid the risks of following such 
generalized advice as that recently 
offered by three leaders in the field of 
retail publicity. 

One well-known publicity director pro- 
claimed some time ago that direct mail 
is not a suitable form of advertising for 
the large, progressive store. It would 
appear that his conclusion was based on 
the unsatisfactory results produced by 
direct mail for one store with which he 
was connected. Nevertheless, this man’s 
pronouncement probably did much to 
discredit direct mail in the eyes of many 
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store executives. Successful experience 
with direct mail fortunately prevented 
many others from swallowing this ill- 
considered statement. Another leading 
figure suggested that most stores should 
plan the majority of their advertising 
at least a month in advance. For many 
stores this procedure works out satis- 
factorily, but for others such long-range 
planning is out of the question. A third 
publicity executive proposed that all 
stores should “hook their wagons to the 
stars,” the national brands. This is 
sound advice for many stores, but others 
will continue to find that they derive 
large volume, and often more satisfactory 
profits, from their own private brands. 
Numerous other examples of such mis- 
leading, general statements might be 
cited. These three will suffice. 


CLASSIFICATION OF STORES 


One of the most helpful guideposts in 
determining the advertising policies to 
be adopted by a store is the classifying 
of the store into the proper group accord- 
ing to its intended use of advertising. 
There is no advertising problem that 
can better be solved than by a clear 
understanding of the different objec- 
tives of the three types of stores. 
All stores, whether department, spe- 
cialty, or chain, tend to fall into one of 


™. three classifications, according to the 


kinds and the amount of advertising em- 
ployed. When classified on this basis, 
most stores may be considered as pre- 
dominantly 

1. Promotional stores 

2. Semipromotional stores 

3. Nonpromotional stores 

The lines that divide the groups of 
stores are not always clearly marked, 
because the distinctions among the three 


classes are largely differences of degree 
in advertising aggressiveness. The vigor 
with which a store advertises is, in turn, 
dependent upon the clientele sought and 
the merchandising and service policies 
adopted. It is not always easy, there- 
fore, to say that a store belongs definitely 
in one of the three groups. Many stores 
seem to defy exact classification, as they 
have some of the characteristics of two, 
or even all three, of the groups. Never- 
theless, this classification serves a useful 
purpose in that it acts as a guide to 
executives in defining the advertising 
policies of their stores. It at least fore- 
warns executives to guard against the 
dangers of following generalized advice 
and of employing “me-too advertising,” 
as Kenneth Collins so aptly labels imita- 
tive advertising. 


The Promotional Store 


The promotional or bargain store is 
committed to a policy of aggressive ad- 
vertising. This is true for a number of 
reasons. In order to obtain large sales 
volume, the promotional store capitalizes 
on rapid turnover of merchandise at low 
markup. Much of the store’s stock is 
likely to be in specially purchased goods 
which are bought at price concessions 
and are disposed of quickly at bargain 
prices. Consequently, its stocks in regu- 
lar price lines are often smaller and its 
assortments less complete than those of 
nonpromotional and semipromotional 
stores. The promotional store also 
offers fewer services and conveniences 
than its less promotional competitors. 
The paucity of its services, however, is 
ordinarily offset by appreciably lower 
prices. Because the promotional store 
maintains less complete assortments, 
offers fewer services, and caters to a 
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bargain-hunting clientele, it obtains a 
comparatively small proportion of its 
daily business from regular customers. 
Most of its patrons visit the store only 
when they are lured by advertised spe- 
cials. They rarely go to promotional 
stores for their regular needs, since they 
have learned to wait for the store’s low- 
priced sales, which are nearly continuous. 


_ As a consequence, the promotional! store 


depends, for its very existence, upon the 
constant high-pressure advertising of 
low-priced merchandise. A high adver- 
tising expense percentage is the usual 
result of this type of operation. 


The Nonpromotional Store 


At the other extreme, the nonpromo- 
tional store employs relatively little ad- 
vertising. It attracts most of its busi- 
ness through reputation, rather than 
through advertising pressure. The store 
is favorably known for the presentation 
of first fashions, as well as for the main- 
tenance of complete regular price-lines of 
high-quality fashion and staple articles 
which are favored by the “better” peo- 
ple. Its customers are usually certain 
of finding the merchandise they want at 
all times, often at prices somewhat higher 
than those elsewhere. They can also 
rely upon excellent service and numerous 
conveniences. Hence they patronize 
the store regularly, without awaiting its 
advertised offerings. In fact, the cus- 
tomers of this type of store rarely rush 
out to buy advertised articles, but defer 
their purchases until they need or want 
merchandise of the character carried by 
the store. The nonpromotional store 
therefore expects long-time rather than 
immediate sales response. 

Since the nonpromotional store main- 
tains more complete assortments and 


offers more numerous services than the 
other two classes of stores, and since it 
caters primarily to regular customers, it 
does not need or wish to resort to high- 
pressure advertising. An examination 
of the operating-expense statement of the 
nonpromotional store discloses the fact 
that its advertising expenditures are con- 
siderably lower than those of promo- 
tional and slightly lower than those of 
semipromotional stores. 


The Semipromotional Store 


The semipromotional store follows a 
sort of middle course—halfway between 
that of the promotional store and that 
of the nonpromotional store. Although 
it does not need to advertise as vigor- 
ously as the promotional store, it must 
definitely employ more aggressive tactics 
than the nonpromotional store. The 
semipromotional store maintains ade- 
quate stocks of currently popular fashion 
and staple merchandises in the medium 
price ranges. It offers a reasonable 
number of services and conveniences, 
which are expected by the people who 
habitually patronize the store. 

Although the store draws a large pro- 
portion of its business from regular cus- 
tomers, it also must rely for considerable 
volume of sales on people who respond 
to advertised specials. Once it attracts 
the latter, the store attempts to win 
them as regular customers. For these 
reasons, the ‘promotional store must de- 
pend upon day-to-day advertising to 
ensure both immediate sales response 
and long-time results. Its advertising 
expense percentage, therefore, ordinarily 
runs higher than that of the nonpromo- 
tional store, but not as high as that of 
the promotional store. 

The practical value of classifying 


ADVERTISING POLICIES OF STORES 111 


stores into promotional, semipromo- 
tional, and nonpromotional groups may 
be demonstrated further by a brief back- 
ward look at the three general statements 
criticized above. 


WHERE DIRECT MAIL IS EFFECTIVE 


Direct mail is demonstrably a more 
satisfactory medium for the nonpromo- 
tional than for the promotional store, 
largely because the merchandising and 
service policies of the former facilitate 
the building and the holding of a loyal 
clientele. Hence the nonpromotional 
store finds direct-mail advertising an 
almost indispensable method of keeping 
in constant contact with its regular cus- 
tomers. The merchandising and service 
policies of the promotional store, on the 
other hand, enable this store to attract 
a relatively small regular clientele. It 
appeals more to a mass rather than to a 
class audience. Direct mail, therefore, 
is less suitable than are other media with 
greater mass appeal, such as the daily 


newspapers. 


WHERE ADVANCE PLANNING IS DESIRABLE 


Just how much advertising may be 
planned in advance, and just how far in 
advance the planned advertising may be 
outlined, depends largely upon whether 
the store is of the promotional or non- 
promotional type. A large portion of 


the promotional store’s stocks is com- 
posed of special-purchase merchandise, 
the procurement of which depends upon 
the often unpredictable, short-time fluc- 
tuations in market prices. For that 
reason, the promotional store can plan 
a relatively small percentage of its adver- 
tising in advance, and it can plan that 
advertising only a short time before the 
advertisements are actually to run. 
This is in marked contrast with the prac- 
tice of the nonpromotional store which 
can plan much of its advertising far in 
advance. 


PROMOTION OF NATIONAL BRANDS 


Nearly all stores find it advisable to 
stock and to promote some nationally 
branded merchandise. Observation in- 
dicates, however, that the promotional 
store leans more toward the handling of 
manufacturers’ brands than does the 
nonpromotional store. It is on these 
widely known brands that the promo- 
tional store can best demonstrate its 
policy of lower prices on standard goods. 
The nonpromotional store, on the other 
hand, is not so urgently faced with the 
problem of showing to its customers how 
they may save pennies. The store at- 
tracts such a large portion of its business 
on the basis of its own good name that it 
can more readily afford to develop and 
feature its own private brands. 


Accounting and C ontrol Division 


Cash-Discount Survey 
E. O. SCHALLER 


Current practices in handling troublesome problems relating to cash dis- 
counts are revealed in this survey. 


The treatment of cash discounts is one 
of the most controversial aspects of retail 
merchandising, and one of the most im- 
portant. Unscrupulous practices, lack 
of uniformity of treatment, and private 
working agreements between buyers and 
sellers result in confusion. Both stu- 
dents and practitioners are often per- 
plexed. 

In order to determine current practices 
in handling cash discounts, question- 
naires were sent to the controllers of 
twenty stores associated with New York 
University School of Retailing. Sixteen 
replies were received which should be an 
adequate sample so far as the New York 
metropolitan area is concerned. 


ANTICIPATION PRACTICES 


The first of three questions on antici- 
pation was in connection with E. O. M. 
datings. An E.O.M. dating indicates 
that the time of payment is to be com- 
puted from the end of the month in which 
the goods are bought rather than from 
the date of invoice and shipment. The 
question was, “Do you deduct anticipa- 
tion (interest for prepayment) when you 
pay an E.O.M. bill before it is due? 
For example, an invoice dated Novem- 
ber 6 may be due December 10; if you 
pay on November 20, do you deduct 
anticipation for 20 days?” Fifteen of 
the sixteen replies were in the affirma- 
tive; that is, anticipation is deducted 
when an E.O.M. bill is prepaid. 


The second question was, “Do you 
deduct anticipation when you pay a ten- 
day bill (2 per cent 10 days, net thirty 
days, for example) in less than ten days 
from the date of invoice?” Nine stores 
said that they did, unqualifiedly. Two 
said they deduct anticipation for such a 
short period of time only when the in- 
voice is for a large sum of money. One 
said it deducts anticipation, providing 
payment is made at least three days 
before due date. Twelve stores, there- 
fore, deduct anticipation for short pe- 
riods under certain circumstances, at 
least. Only four do not do so. 

The third anticipation question was, 
“When you anticipate a bill at the manu- 
facturer’s request, what rate of anticipa- 
tion do you apply?” When retailers 
anticipate a bill on their own volition, 
the rate is almost always 6 per cent per 
year, but this rate does not necessarily 
apply when the manufacturer requests 
prepayment. In answer to this ques- 
tion, twelve stores said 6 per cent a year 
or } per cent per month. One store 
deducts } per cent straight. For exam- 
ple, if a $1,000 bill is paid ten or twenty 
days before it is due, } per cent or $5.00 is 
deducted in addition to any cash dis- 
count. One deducts 1 per cent or 2 per 
cent straight. Another deducts } per 
cent per month and, in addition, usually 
3 per cent or 1 per cent of the total pay- 
ment as a service charge. Still another 
store sometimes deducts } per cent per 
month and sometimes 1 per cent. 
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E. O. M. CUT-OFF DATE 


An E.O.M. (end of the month) in- 
voice is generally due the following 
month, but if it is dated late in the 
month, it is sometimes considered due a 
month later. In order to determine this 
cut-off date, the following question was 
asked: “What is the last day in the 
month on which an E.O.M. invoice 
must be dated to make it payable the 
following month rather than a month 
later?” Replies indicate that seven 
stores use the 24th day of the month as 
the cut-off date, four the 25th, one the 
28th, one the 29th,and one the 31st. One 
store uses the 24th in some cases and 
the 25th in others. One store did not 
answer the question. 


HANDLING DISCOUNTS IN THE OPERATING 
STATEMENT 


Perhaps the most revealing answers 
were in regard to the handling of cash 
discounts in the operating statement. 
The most popular method, according to 
this survey, is to add cash discounts to 
the operating profit in the form of “other 
income” of the department. Nine stores 
follow this procedure. It is illustrated 
below. It is assumed, for simplicity, 
there are no markdowns or stock 
shortages. 


+»  Mark- 
Cost Retail On 


Beginning inventory $10,000 $16, 000 
Net purchases. ........ 20,000 34,000 
Total merchandise 
handled............. 30,000 50,000 40% 
Closing inventory...... 6,000 10,000 
Cost of sales........... 24, 000 
Cost of sales........... 24, 000 
Gross margin.......... 16, 000 


Net operating profit.... 1,000 
Other income (cash dis- 
count) of department. 500 


Net profit of department 1, 500 


The second method is to add cash dis- 
counts to gross profit. This is followed 


Cash discount earned............... 500 
Operating expenses................. 15,000 


National Retail Dry Goods Association. 
Only two stores reported the use of this 
method, which reduces cost of goods sold 
by the extent of cash discounts. By this 
procedure, the figures indicated above 
would be as follows: 


Gross cost of sales.................. $24,000 
Net cost of sales................... 23,500 
Operating expenses................. 15,000 


The fourth method is to reduce the 
cost of purchases at the time invoices 
are charged to the department by the 
amount of cash discounts. With this 
method, the operating statement would 
be as follows: 


Beginning inventory. $9,792 $16,000 
Net purchases (less 
cash discounts)... 19,583 34,000 
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by three stores. It is illustrated as | 
follows: 
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Mark- 
y Cost Retail On 
Total merchandise g 
handled.......... 29,375 $0,000 41.25% 
Closing inventory... 5,875 10,000 
Cost of sales....... 23, 500 
Operating expenses..... 15,000 Net sales..........$40, 000 
— Cost of sales........ 23, $00 
15,000 | 
Operating expenses.. 15, 000 
PO Net profit.......... 1,500 


114 ACCOUNTING AND CONTROL DIVISION 


The discount rate in the preceding 
three examples was 2.083 per cent of the 
cost of merchandise. In the above illus- 
tration, the cost of beginning inventory 


is the billed cost less discount. Assum- | 


ing that the same discount rate was ob- 
tained in the previous accounting period, 
the correct beginning inventory at cost 
is $10,000 less $208, or $9,792. The net 
purchases at cost, similarly, are $20,000 
less $417, or $19,583. The resultant 
mark-on is 41.25 percent. The net profit 
is again $1,500. One of the stores sur- 
veyed used this procedure. 

It is interesting to note that all of these 
four methods, used consistently, result 
in the same net profit, although costs of 
sales, margins, and mark-on per cents 
vary. 

The fifth method reported is to add 
cash discounts to “other income”’ of the 
store as a whole, not of the department. 
In this case, the profit in the example 
would be $1,000 for the department, 
since the cash discounts are not reflected 
in the departmental profit. Only one 
store follows this plan. 

Another problem arises in connection 
with the treatment of extra discounts or 
savings made possible by codperative 
buying. As codperative buying becomes 


more widespread, more attention will be 
given to this problem. Five stores add 
such extra discounts and savings to 
operating profit as “other income’’ of 
the department. Five stores subtract 
them from the cost of purchases at the 
time invoices are charged to depart- 
ments. One store subtracts them from 
the cost of goods sold, and another adds 
them to gross profit of the department. 
Four stores did not answer this question, 
perhaps because they do not engage in 
codperative buying. 


LANDED COST 


The final question was, “In the case 
of merchandise imported directly, is 
transportation and cartage from port of 
entry to store included in ‘landed cost?’ ” 
Fifteen stores reported that they did 
include such transportation and cartage. 
Only one store dissented. 

There is, perhaps, no one correct 
method of handling the problems covered 
by this survey to the exclusion of all 
others. Since conditions within stores 
vary, procedures also vary. This survey 
does not attempt to evaluate methods; 
its only purpose is to determine current 


practices. 


The 1935 Census of Retail Distribution 


The Preliminary Summary of Retail 
Distribution in the United States, 1935, 
presents in convenient form the data 
gathered in 1936 by a field canvass of 
retailers in every State, city, and county 
with funds provided by the Works Prog- 
ress Administration. It is interesting to 
note that although the codperation of 
retailers was voluntary (in the absence 
of legislation which in regular census 
periods makes reporting mandatory), 


only a few of those who reported for 1933 
have refused to provide the necessary 
information for 1935. 

The preliminary figures are, of course, 
subject to revision. In some cases, 1935 
figures cannot be compared with those of 
1933 because of changes made in the 
classification of stores. In general, how- 
ever, these data reflect trends with rea- 


sonable accuracy. 
Retail sales in the United States in 
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CoMPARATIVE DaTA ON RETAIL TRADE 


1935 
Number of stores.......... 1,649,081 
1,510,094 
3,899,927 
Payroll—total............. $3 , 568 , 398 ,000 


1935 exceeded $32,790,000,000, an in- 
crease of 31 per cent over the 1933 total 
of $25,037,225. This sales increase is in 
contrast to the sharp decrease between 
1929 and 1933, which amounted to 49 
per cent of the 1929 volume. Sales in 
1935 were still nearly one third lower in 
volume than during 1929, but a substan- 
tial part of the difference was caused by 
the difference in price levels in the two 
years. 

The number of stores in 1935 was 
1,649,081, an increase of 8 per cent over 
the number reported for 1933 and 7 per 
cent higher than the number of stores in 
1929. 

The number of employees reported to 
date increased from 3,433,652 in 1933 to 


Per Cent Per Cent 
Change Cha 
1933 to 1929 to 
1935 1933 1933 1929 
+8 1,526,119 — 1 1,543,158 
+31 $25,037 ,225,000 —49 $49,114, 653,000 
—4 1,574,341 +4 1,510,607 
+14 3,433,652 —22 4,402 ,940 
+23 $2,910,445,000 —44 $5, 189, 670,000 
+25 2,664,447,000 —47 5,028, 282 ,000 
- 5 245,998,000 +52 161 , 388,000 


3,899,927 in 1935, or 14percent. At the 
same time, total payroll increased 23 per 
cent from an aggregate of $2,910,445,000 
in 1933 to $3,568,398,000 in 1935. Full- 
time payroll increased 25 per cent, partly 
offset by a small decrease in part-time 
payroll. It is not possible to compute 
employees’ average annual earnings from 
the data available in this report. The 
number of persons working in retail 
stores including employees and proprie- 
tors increased about 8 per cent between 
1933 and 1935. 

A comparative summary of the facts 
is shown in the above table. 

The comparisons below, subject to cer- 
tain qualifications already mentioned, 

(Continued on page 125) 


SALES BY TYPE OF BUSINESS 


Per Cent Per Cent 
Change Change 
1933 to 1929 to 
Kind of Business 1935 1935 1933 1933 1929 
$8, 318,326,000 +23 $6,776,280,000 —37 $10,837,421,000 
Beer and liquor stores*... . . 325,071,000 NC 16,730,000 NC —- 
General stores (with food)... 1,099,079,000 -O 1,097,437,000 -—57 2,570,744,000 
General merchandise group. 4,423,687,000 +14  3,891,272,000 —40 6,444,101,000 
Apparel group............ 2,598,250,000 +35 1,923,333,000 —55 4,240,893,000 
Automotive group......... 4,626,564,000 +60 2,887,525,000 —63 7 , 828 , 387 ,000 
Filling stations............ 1,961,780,000 +28 1,531,724,000 —14 1, 787,423,000 
Furniture, household, radio. 1,260,464,000 +31 958,780,000 —65 2,754,721 ,000 
Lumber, building, hardware. 1,847,453,000 +38 1,342,705,000 —65  3,845,624,000 
Eating places............. 1,661,499,000 +25 1,324,387,000 —38  2,124,890,000 
Drinking places........... 723,996,000 NC 105,551,000 NC —0- 
1,226,491,000 +15 1,066,252,000 —37 1,690, 399,000 
Farmers’ supply stores... .. 597,350,000 +29 463,344,000 1,119, 164,000 
Other stores.............. 1,997,786,000 +29 1,546,630,000 -—58  3,722,818,000 
Second-hand stores........ 122,471,000 +16 105,275,000 —29 148 ,068 ,000 
United States totals... .. $32,790, 267 ,000 +31 $25 037,225,000 $49, 114,653 ,000 


NC—Not comparable. 


* Excludes New Hampshire liquor stores, combined with food stores to avoid disclosure. 
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Personnel and Management Diviston 


The Case for a Minimum Wage Law 
in New York State 


This article embodies the gist of a radio discussion by Elmer F. Andrews, 

Industrial Commissioner of the State of New York, and Benjamin H. 

Namm, President of the Namm Store, Brooklyn, which was presented 
over station WMCA in November. 


The need for minimum-wage legisla- 
tion for women and minors has long been 
recognized. As far back as twenty years 
ago, men and women were advocating 
laws to protect women from sweatshop 
conditions, not only in fairness to the 
women themselves but as a measure of 
public welfare, and to protect the com- 
munity from the expense of piecing out 
wages lower than the minimum necessary 
to sustain life for the wage earners and 
for their families. The first minimum- 
wage law in this country was enacted in 
Massachusetts in 1912. The movement 
spread rapidly. Within a few years, 
sixteen States had enacted minimum- 
wage laws for women and minors. Then 
in 1923 the United States Supreme Court 
declared the District of Columbia Mini- 
mum-Wage Law unconstitutional be- 
cause of the “living-wage”’ clause that it 
contained. This decision was by a 5-3 
vote. The whole minimum-wage move- 
ment was “thrown for a loss.” A new 
start had to be made. During the boom 
period, labor departments realized the 
need for minimum-wage laws but public 
demand for such legislation did not 
become insistent until the onset of the 
depression. 


WAGE CUTS DURING DEPRESSION 


During the first year of the depression, 
a minority of employers took advantage 
of increasing unemployment to hammer 
down wages, particularly the wages of 
women and minors. Then, because of 
cutthroat competition based on lower 
and lower labor costs, the majority of 
employers were forced to follow suit. 
By 1933, ruthless wage cutting had gone 
so far that labor employers and the 
general public in New York State united 
in demanding a new minimum-wage law. 
Both Democrats and progressive Repub- 
licans in the State Legislature supported 
the minimum-wage bill which, recom- 
mended in special messages by Governor 
Lehman, was enacted in April 1933. 

The United States Supreme Court 
decision over minimum-wage legislation 
did not generalize to include all States. 
Justice Sutherland and four other jus- 
tices held that a minimum-wage law 
based on “‘the cost of living” was uncon- 
stitutional. Justice Sutherland pointed 
out that this standard might be arbitrary 
and in effect confiscatory. In delivering 
the majority opinion, the Justice rather 
pointedly opened the door to a new 
minimum-wage law by remarking that, 
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MINIMUM WAGE LAW 


had the District of Columbia law based 
its minimum-wage on a fair return for 
services rendered, it would have been 
“understandable.” 


NEW YORK STATE LAW 


The New York State Law attempted 
to meet the United States Supreme 
Court’s objections by providing that the 
State could establish a minimum wage 
in any industry in which oppressive wage 
conditions were found to exist. In other 
words, it could establish minimum wages 
in any industry where existing wages 
provided less than “the cost of living” 
and less than the fair value of the services 
rendered. 

The laundry industry was chosen as 
the first industry to be regulated under 
this law, due to the labor chiseling and 
price warfare that was going on at that 
time. The Department of Labor had 
been assembling facts on conditions in 
the laundry industry and, immediately 
after the law was enacted in 1933, Com- 
missioner Andrews established the first 
wage board to establish minimum wages 
in the laundry industry. This industry 
employed about 22,000 women and 
minors at that time. The wage order 
that was promulgated set a minimum of 
31¢ per hour in the metropolitan area 
and 27$¢ per hour elsewhere in the State. 
This schedule remained in effect for three 
years up to January 1, 1936, when 
the law was declared unconstitutional. 
During those three years, the median 
wage for women in the laundry industry 
increased from $10.41 to $13.42 per week. 

Even that figure seems substandard 
for a minimum wage but, on the whole, 
the result indicated an orderly approach 
to the problem. It must not be for- 
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gotten that low wages, like bad habits, 
can best be cured gradually. To at- 
tempt too severe a “cure” might easily 
result in killing the patient, like the 
foolish farmer who burned down his barn 
to get rid of the rats. While a gradual 
improvement in wages may try the pa- 
tience of employees in the so-called 
“sweated”’ industries, this method seems 
preferable to one which might result in 
sudden bankruptcy for the employer. 
The profit motive in business cannot be 
overlooked. 

When laundry wages were subject to 
control, it is true that ail wages were 
rising but the records show that the aver- 
age weekly earnings of women workers in 
laundries rose much faster than in other 
industries. Their wages increased 29 
per cent from May 1933 to November 
1935 as compared to the increase of 17 
per cent in manufacturing industries. 
There is ample evidence to show that the 
minimum-wage law in the laundry in- 
dustry did not result in discrimination 
against women employees or that the 
minimum wage tended to become the 
maximum wage. The records are very 
clear on that score. 


NEED FOR NEW LEGISLATION 


When the minimum-wage law was 
declared unconstitutional last June, such 
a storm of protest arose that all political 
parties, then beginning their campaigns, 
hastened to agree that minimum-wage 
legislation was imperative. The presi- 
dential and gubernatorial candidates 
pledged themselves to minimum-wage 
legislation, by constitutional amendment 
if necessary. Departmental investiga- 
tions so far have shown the need for 
minimum-wage regulation in hotels, 
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restaurants, beauty parlors, packing and 
packaging of foods, candies, cosmetics, 
drugs, and other articles. 

The retail industry in general would 
be benefited by a State minimum-wage 
and maximum-hour law that would ap- 
proximate the best standards now pre- 
vailing in the retail industry. The large 
department stores in New York City 
have already adopted a forty-four to 
forty-five-hour work week for men and 
women, along with a fair minimum wage. 
They have done better than the existing 
State law which permits a forty-eight- 
hour work week for women. On the 
other hand, a sizable number of neigh- 
borhood and specialty stores (which do 
85 per cent of the total business) consist- 
ently work their male employees from 
forty-eight to seventy hours per week 
with little or no increase in their pay. 

The large stores have not succeeded in 
enlisting the neighborhood and specialty 
stores in a move for voluntary coépera- 
tion for limitation of working hours and 
minimum wages. It appears impossible 
to get voluntary compliance by all 
employers in maintaining reasonable 
basic standards in the industrial field, 
and yet the State, with only forty mer- 
cantile inspectors, has successfully en- 
forced the forty-eight-hour work week for 
women in mercantile establishments. 


Thus, as a last resort, business men 
look to the State for the establishment 
of basic labor standards. Leaders are 
also asking for State legislation covering 
men as well as women, provided that 
existing wage standards for men would 
not be affected adversely. A series of 
interstate compacts between the various 
States is to be desired but there are 
serious doubts as to its practicability. 


RIGHTS OF LABOR 


Labor is honestly entitled to the fol- 
lowing: 
1. Fair minimum wages and reason- 
able maximum hours 
2. Proper working conditions 
3. The elimination of sweatshops and 
of child labor 
4. Freedom to organize for mutual 
protection and advancement 
5. The right to work, without dis- 
crimination as to sex, including 
equal pay for equal work 
If all employers would subscribe to 
this platform, business would be much 
further on the road to recovery. In the 
drive for new minimum-wage legislation, 
supporting the public demand for such 
legislation, there will be thousands of 
employers who believe that the laborer 
is really worthy of his hire. 


A School Operated by High-School Students 


S. O. KAyLIn AND Betty G. ADELSON 


A sweeping program for the commer- 
cial education of young adults, with spe- 
cial emphasis on retailing, merchandis- 
ing, and salesmanship, will soon be under 
way at the Central School of Business 
and Arts, and at other schools in New 
York City. 

Under the leadership of Mr. Alexander 


S. Massell, principal of the Central 
School, practical and theoretical training 
in large and small store operation will be 
made available to high-school students, 
to recent high-school graduates, and to 
men and women already in the business 


world. 
At the Central School, a fully equipped 


SCHOOL OPERATED BY HIGH-SCHOOL STUDENTS 


storg, located on the street-level floor of 
the school building, now conducts a regu- 
lar retail business during school hours. 
Customers are drawn from the popula- 
tion of the school, and students aid in 
selling and displaying the merchandise. 
According to present plans, all transac- 
tions will soon be in the hands of the 
students who, under adequate supervi- 
sion, will buy, receive, mark, display, and 
sell the goods. The bookkeeping, Eng- 
lish, and office-practice courses are corre- 
lated with the activities of the store so 
that students will be prepared to keep the 
books, write the letters and advertise- 
ments, and take care of the office routine 
of the store. Students in the vocational 
high school will be put on a schedule 
which will permit them to devote their 
entire fourth year to storework. 

The types of goods offered for sale will 
be changed every six weeks. At the end 
of the period, the stock is liquidated 
through markdowns and through returns 
to the manufacturer or wholesaler. The 
following kinds of stores will be estab- 
lished: 


Sporting goods and toys 
Cosmetics and toilet goods 
Stationery 

Candy 

Men’s furnishings 
Men’s hats 

Men’s shoes 
Ready-to-wear 
Women’s hats 

Women’s shoes 

Gift shop 

Small department store 


A rotating plan permits one group of 
approximately twenty-five students to 
take charge of the store, while a similar 
group spends the six-week period in the 
classroom in active preparation for tak- 
ing over the store when the stock is 
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changed. When all types of stores have 
been set up, a complete cycle of twelve 
types will have provided the students 
with a realistic background of small store 
experience. 

Each student pursuing the course in 
merchandising actually goes through 
every step in the life cycle of an enter- 
prise; viz., 

1. Establishing the store 

2. Operating the going concern 

3. Liquidating the business 

In connection with establishing the 
store, the student must determine in a 
supplementary assignment whether a 
given community could properly support 
the type of store in question, giving due 
regard to the density of population, the 
number of people who pass by in a day, 
the type of transients, the rent, and 
operating expenses. Having chosen the 
location, he must study the exterior for 
lighting and window display; the in- 
terior, for lighting, heating, type of 
fixtures, layout, and arrangement. 

The store is now a going concern 
which caters to the 8,000 students— 
high-school students and adults—who 
attend the Central School of Business. 
The class in merchandising, charged 
with responsibility for running the 
store, is consulted on the type and quan- 
tity of goods to be bought. They 
calculate the rate of markup on each 
article and price-tag the merchandise. 
They sell goods and prepare saleschecks 
taking care to include the New York 
City Sales Tax. They give change, 
prepare an accounting at the end of each 
day to report sales volume, and make 
bank deposits. 

In the classroom the course in retail 
salesmanship includes arithmetic con- 
nected with markup, profit and loss, 
trade and cash discounts, as well as a 
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fundamental treatment of bookkeeping 
to enable students to keep account of 
income and outgo of funds. 

Toward the end of the predetermined 
life of the store, the student’s problem is 
liquidation with a minimum of loss. 
He must determine which merchandise 
is to be offered at a sacrifice to prevent 
carry-over, which goods are to be 
marked down, and which may be re- 
turned to vendors for credit. The stu- 
dents prepare a tabulation to show the 
sales for the period, the cost of the goods 
sold, the operating expenses, and arrive 
at a resultant profit. The shelves are 
now Clear for an entirely new enterprise. 

The room now used for classes in 
retailing, merchandising, and salesman- 
ship is equipped with two counters and 
with five dummy windows. Display 
people from nationally known organiza- 
tions will be called in from time to time 
to set up model displays. Classes in 
window display and store layout, with 
about twenty people in each of three 
classes, will prepare all the backgrounds 
and display materials used by the store. 
Display ideas are to be carried through 
by students from sketch to final instal- 
lation. 


Provision is now being made fog the 
installation of a wrapping desk, a cash 
register, and a motion-picture projector. 
Films of various store activities will be 
presented from time to time. To round 
out the equipment of the room, the basic 
material for a textile laboratory is now 
being obtained. 

The adult division, in session during 
the evening, will participate in this work, 
but the nature of the evening organiza- 
tion does not permit such a highly inte- 
grated program. Substantial progress, 
however, with a modified program may 
be expected in this division. 

The George-Deen Act for Commercial 
Vocational Education will supply addi- 
tional funds with which the work in dis- 
tributive trades subjects may be carried 
on and developed. Preparatory surveys 
are now being made in specific fields of 
small store operation, and by July 1937, 
when the funds become available. retail- 
ing education in New York City may be 
expected to make another long step for- 
ward. Within a short time, it is hoped, 
retailing education will take its place 
beside the agricultural and industrial 
types in the estimation of the educator, 
the business man, and the consumer. 


Employment Survey 


The Employment Survey of the Vew 
York Sun revealed some interesting data 
in regard to the trend in the number of 
people employed in retailing. 

It is clear from these figures that 
retailers and others engaged in distribu- 
tion cannot be held responsible for the 
unemployment situation. The difficulty 


lies in the production field but is being 


gradually corrected. 
Employment 
1929 1925 Orer 1929 
Chain-store systems 
(five or more stores). 454,164 540,097 +18.9 
Department stores... . . 146,278 161,973 —2.6 
Total engaged in trade 
(wholesaling and re- 
1,088,375 1,175,295 +8.0 
Total manufacturing and 
mechanical industries. 5,991,672 5,605,502 —6.4 


Study Division 


I 


Consumers’ Cooperatives 


The past few months have seen the 
development of great interest in con- 
sumers’ codperatives. These associa- 
tions have been quietly organizing and 
growing for years, but until recently few 
thought that they would ever become a 
factor in American distribution, com- 
parable to their importance abroad. 

Recent compilations of statistics on 
the scope of membership and volume of 
sales, however, along with the impetus 
given the movement by E. A. Filene, 
in setting aside a large fund to promote 
codperation, and by President Roosevelt, 
in sending a commission abroad to study 
the situation, have aroused retailers. 
They are now realizing that a potentially 
dangerous competitor is being nurtured. 

For the student interested in this move- 
ment there are now available a number of 
excellent and up-to-date sources of 
information. The Department of Com- 
merce has prepared a mimeographed 
bulletin on “‘Codperative Consumer So- 
cieties” that lists a large number of 
basic sources of information. For the 
general student, however, the following 
is probably sufficient: 


Books 
Kallen, Horace, The Decline and Rise of the 
Consumer, D. Appleton-Century Company, 
1936, 484 pages 


Warbarse, James P., Cooperative Democracy, 
Harper and Brothers, revised edition 1936, 


285 pages 
Pamphlets 
“Cooperative Business Enterprises Operated by 
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Consumers,” United States Department of 
Commerce, October 1936, 34 pages 

“Organization and Management of Consumers’ 
Cooperative Associations and Clubs,” 
United States Department of Commerce, 
Bulletin 598, 1934 


Articles in Magazines 


Retailing (8 East 13th Street, New York City), 
September 14, 1936, p. 18; October 19, 
1936, p. 2 

The Saturday Evening Post, October 17, 1936, 
p. 28 


QUESTIONS ON CONSUMER COOPERATIVES 


It is suggested that students read a 
number of the above references and 
attempt to formulate answers te the 
following questions: 


1. What classes of merchandise are 
most commonly handled by the 
consumers’ coéperative? 

2. What supplementary activities do 
consumers’ codperatives frequently 
undertake in addition to distributing 
goods to members? 

3. Is codéperative manufacturing by 
consumers likely to develop in this 
country? 

4. In what countries have codperatives 
been especially successful and why? 

5. What characteristics of American 
life have tended to hinder the growth 
of codperatives? 

6. What changes, if any, in economic 
conditions now favor the growth of 
codperatives? 
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7. Why do the figures, from the various 
sources, on sales volume done by 
codperatives differ to such a marked 
degree? What seems to be a reason- 
able estimate? 

8. How does the participation in man- 
agement of members of a codperative 
differ from that of stockholders of a 
corporation? 

9. By whom is a consumers’ codpera- 
tive actually managed? 

10. On what basis are savings distrib- 
uted to members of the codperative 
society? 

11. If a group of consumers each invest 
$100 in setting up a buying organ- 
ization and if they share profits 
equally, is this an example of con- 
sumer codperation? 

12. What return does invested capital 
receive under true codperation? 

13. How do the profits of the independ- 
ent merchant differ from the earnings 
of the codperative? 

14. Can codperatives attract and hold 
men of high martagerial ability? 

15. Are the sales practices of independ- 
ent merchants affected by the com- 
petition of codperatives? 

16. What advantages of sales promotion 
does the codperative enjoy as com- 
pared to the private merchant? 

17. Why do coédperatives sell at prevail- 
ing market prices? 

18. What proportion of the retail price 
can the codperative save for its con- 
sumer members? 

19. What motives do consumers’ coép- 
eratives substitute for the profit 
motive? 

20. Is government encouragement of 
codperatives desirable? 

21. Should coéperative stores be re- 
lieved of any of the taxes levied upon 
the independent merchant? 


THE COOPERATIVE DEPARTMENT STORE 


Mr. Filene’s plan to open a codperative 
department store is causing considerable 
interest. As explained briefly in the 
JouRNAL or REtTaILinG for April 1936, 
he has set up the Consumer Distribution 
Corporation on a nonprofit basis with a 
capital of one million dollars for the 
purpose of aiding consumers to organize 
such stores and to assist them in their 
management. A committee has been 
appointed to select the city for the first 
store. The promotors are working 
through organized bodies of consumers in 
these places, including credit unions and 
farmers’ codperatives. It is estimated 
that at least 10,000 consumers must be 
interested to the degree that they will 
invest $10 each in the venture. A 
minimum of $100,000 so raised may be 
supplemented by financial aid from bank 
or government sources. Since the buy- 
ing and managerial functions will be 
handled by the central organization, the 
store will not need as large a capital in 
relation to volume as does the inde- 
pendent department store. The set-up 
planned may make it possible to open a 
store with sales-volume possibilities of 
well over one million dollars. 

The new stores in conjunction with 
their central office are to be organized 
into seven major divisions rather than 
four as in many department stores. 
These are finance, sales (includes buy- 
ing), research, personnel, public rela- 
tions, operating, and control. It is 
intended that the Consumer Distribu- 
tion Corporation shall earn interest on 
its capital but that there shall be no 
appreciation in the value of the invest- 
ment. It is hoped that within five or 
ten years the consumer groups organizing 
and owning department stores will be 
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able to assume, on a codperative basis, 
the ownership of the Corporation. 

A most important aspect of the devel- 
opment is that the sponsors have made a 
careful survey of customers and store 
employees in a number of cities and 
have found marked dissatisfaction with 
many of the existing stores, operated as 
they are for private profit. If private 
management fails to adjust itself to the 
tempo of the times in respect both to 
customer and employee relations, the 
codperative movement may grow much 
faster than the typical merchant believes 
possible. 

Store employees complain that the 
management fails to treat them as 
human beings and that a policy of pro- 
motion from within is not followed. 
Customers complain that stores fail to 
give them the assurance of good value. 
Some merchandise offerings are excellent 
but others represent inferior goods. 
Customers cannot rely on the stores and 
have to be on their guard to assure 


themselves of a good buy. If this criti- 
cism is fair, it indicates that many 
stores are giving only lip service to 
quality and merchandise standards. 
There is no doubt that merchandise 
testing is still in its infancy and that 
some stores regard testing as a sales- 
promotion device rather than as a 
means to obtain better values for cus- 
tomers. 

An important effect of the codperative 
movement may be to make the sale of 
quality merchandise easier for inde- 
pendents. The president of one of the 
largest department stores in Sweden 
commented upon the matter somewhat 
as follows: 


The codperative movement has been of 
benefit to us in private business. It has forced 
us to do a better job of employee training. 
The codperatives have educated the customer 
to look for quality and it has made it possible 
for us to sell higher quality merchandise because 
customers are now willing to listen to and 
evaluate the claims we make for our mer- 
chandise. 


II 


Examination in Merchandising 


The New York City written examina- 
tion for regular teachers of merchandis- 
ing and salesmanship in the high schools 
was given in October. It consisted of 
three parts of three hours each. 

The following are the questions in the 
examination having to do with merchan- 
dising arithmetic. Answers are included 
so that the student may check his solu- 
tion. 

1. If woolen cloth shrinks 5 per cent of 
its length in sponging, and the un- 
sponged cloth costs $3.14 a yard, 
and the cost of sponging is $.052 per 
unsponged yard, at what price 
should the sponged cloth be sold to 


gain 20 per cent of the selling price? 
(Answer $4.20) 

2. A haberdasher has in stock the fol- 
lowing quantities of men’s collars: 


Sizes Number in Dozens 
144 23 

14} 13 

15 23 

15} 3 

154 24 

153 14 

16 2 


He wishes to increase his stock to a 
maximum of 120 dozen and to keep 
the number of dozen collars in the 
following ratio: 
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Sizes Ratio 
14} 4 
143 4 
15 6 
154 7 
15} 7 
153 6 
16 6 
How many dozen collars of each 
size should he buy? 
(Answers) 
Sizes Number in Dozens 
14} 9} 
143 10} 
15 153 
15} 18 
154 18} 
153 16} 
16 16 


. The terms on an invoice of merchan- 


dise are 5/10, N/60. If the pur- 
chaser takes advantage of the dis- 
count offered, the discount is 
equivalent to what rate of interest 
per annum on the net amount of the 
bill? Prove the accuracy of your 
answer by assuming the amount of 
the invoice was $7,500. (Answer 
37.9 per cent a year) 

The books of the A. J. Co., a store 
with three departments, show infor- 
mation covering a two-month period 
as follows: 


Opening inventories at sales prices and 


percentage of markup: 
Department 
ed $80,500 100% 
45,800 50% 
36,500 334% 


Department 


75,850 
50, 200 
44,100 


Department 


Determine the turnover rate for 
each department for the period. 
(Answer. Assuming markup per 
cent on cost, that it applies to pur- 
chases, and that there are no 
markdowns) 


Departments 


. The sales of a department for a week 


were $6,000 at retail and the pur- 
chases for the same period were 
$2,500 at cost. Would your stock 
be higher or lower at the end of the 
week and by how much? (Figure 
markup at 33} per cent of retail.) 
(Answer $2,250 lower at retail) 


. A manager in a department found 


that one third of his stock turned 
every six months, one sixth of it 
every two months, and another one 
sixth of it every three months. 
What must be the turnover of the 
remainder to result in an average 
turnover of 33 times for the depart- 
ment? (Answer 3 times a year or 
once every 4 months) 


. The average weekly sales of a depart- 


ment amount to $5,200 and the 
average payroll for the salesclerks is 
$234. 

a) What would be the sales quota of 
a salesclerk who is receiving $18 
per week? (Answer $400) 

b) What salary should a clerk 
receive whose weekly sales average 
$512.11 per week? (Answer 
$23.04 or $23 in round figures) 


. A department manager purchased 


one lot of merchandise for $4,520, 
cash discount of 6 per cent; another 
lot for $1,010, cash discount of 3 per 
cent. What discount would he have 
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to get on a third lot costing $2,500 in 
order to average 5 per cent on all 
the purchases? (Answer 4 per cent) 

9. The inventory at retail for a depart- 
ment is $45,000, representing a 
markup of 31 per cent on retail. 
Additional merchandise is purchased 
for $15,000 and marked up 373 per 
cent on retail. What is the (main- 
tained) markup for the entire stock? 
(Answer 33.26 per cent) 

10. In a dress department of a store the 
following conditions existed on 
March 15 (all figures at retail): 

Sales, March 1-15, were... $20,000 
Markdown, March 1-15... 1,250 
Stock on hand, March 15.. 55,000 


Purchases on order March 
15 for March delivery... 15,000 


If the planned operations for the 
month were as follows: 


Planned stock on hand 


Planned sales March...... 45,000 
Planned markdowns...... 3,000 


how much is the dress department 
open-to-buy for the remainder of 
March? (Answer $6,750) 


STUDY QUESTIONS BASED ON ARTICLES IN 
THIS ISSUE OF THE JOURNAL 
OF RETAILING 


1. Why are the number of sales trans- 
actions increasing much more slowly 
than the dollar sales? 

2. How are central buyers able to 
adjust their purchases to differences 
in demand in the different stores for 
which they buy? 

3. What store expenses are reduced by 
central buying? 

4. What are the points of difference 
between a promotional and a non- 
promotional store? 

5. Explain carefully the relationship 


between brand policy and type of 
store. 

6. What are five methods used in 
handling cash discounts in the 
operating statement and which is 
most frequently used? 

7. What advantages are there in credit- 
ing cash discounts to selling depart- 
ments rather than to “other income” 
of the store? 

8. How does the increase in depart- 
ment-store sales from 1933 to 1935 
compare with the per cent of in- 
crease in total retail trade? 

9. What is the status of minimum-wage 
legislation? Is a law necessary to 
ensure a reasonable wage level? 

10. What is the George-Deen Act? 


The 1935 Census of Retail 
Distribution 
(Continued from page 115) 

indicate the changes which have taken 
place between 1929 and 1935. Depart- 
ment stores reported sales of $3,104,671, 
an increase of 22 per cent over 1933. 
This is about two thirds the rate of 
increase reported by retail stores in gen- 
eral. Department- store sales accounted 
for about 9 per cent of total retail sales 
in 1935 and about 10 per cent in 1933. 

The largest employment is shown by 
the food group, with a total of 755,324 
full-time and part-time employees. It is 
followed by the general merchandise 
group (dry goods, variety, and depart- 
ment stores) with 699,100 employees, 
and by the eating and drinking-place 
group with 642,682. The food group 
also shows the largest payroll, totaling 
$675,184,000. It is followed by the 
general merchandise group with 
$576,992,000, and the automotive group 
with $436,305,000 plus $174,409,000 in 
filling stations. 


Book Reviews 


Outlines of Marketing, by Hugh E. Ag- 
new, Robert B. Jenkins, and James 
C. Drury. New York: McGraw-Hill 
Book Company, Inc., 1936, 216 pages. 


For a number of years marketing practi- 
tioners, teachers, and students have been search- 
ing for a book that provided, in concise form, 
all the essential facts about marketing principles 
and practices, but that eliminated all the super- 
fluous, exhausting details. Many feel that 
none of the books available up to the present 
time has satisfied fully these requirements. 

Outlines of Marketing will be received en- 
thusiastically by those who seek the essence, 
without the effervescence. Unlike some other 
writers on marketing, who apparently have 
written too much for fear of writing too little, 
the authors have kept their book admirably 
concise. Yet they have included all the basic 
material needed by those who wish to acquire 
a comprehensive understanding of the field of 
marketing. 

The text material is supplemented by a large 
number of well-chosen charts, maps, graphs, 
and tables that present clearly a wealth of up- 
to-date marketing data. On first impression, 
the reader may consider the large collection of 
figures forbidding. But he will soon discover 
that the authors have added life and interest to 
the “cold figures” and have increased the prac- 
tical value of the book by the introduction of 
many simple, thought-provoking problems. 
For example, they ask the questions: “In what 
States is the percentage cost of conducting re- 
tail stores highest? In which States is it lowest? 
Can reasons be found for these variations?” 
The answers to the first two questions can be 
found by consulting the appropriate tables. To 
find an answer to the third, the reader must do 
some careful thinking. The legends which 
accompany the charts likewise stimulate thought 
on the part of readers and suggest to teachers 
many avenues for expanding the subject. 

The authors say they intend Ovdllines of 
Marketing primarily as a textbook for first 
courses in marketing, but they underestimate 
the usefulness of their work. The book may be 
read with interest and profit by even the most 
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experienced marketing executives. They will 
find that the complex problems of marketing 
are simplified and are brought into clearer, 
sharper perspective in this valuable little volume 
by Professor Hugh E. Agnew, President of the 
National Association of Marketing Teachers, 
and two of his colleagues, Robert B. Jenkins 
and James C. Drury, all of New York Uni- 
versity. 
C. M.E. 


Principles of Retail Merchandising, by 
J. Russel Doubman. New York: 
Longmans, Green and Company, 
1936, 213 pages. 


This book covers much the same ground as 
such books as Barber and Anderson’s Principles 
of Retailing, Brisco’s Retailing, and Nystrom’s 
Economics of Retailing. It is one of a series 
called American Business Fundamentals. The 
purpose is to give “in books of small compass, 
the distilled essence of each subject.” The 
series is directed toward the “adult reader and 
students who want perspective rather than the 
elaboration of a large treatise.” 

The name of this book is somewhat mislead- 
ing, since the term Retail Merchandising is 
tending to become restricted to buying, pricing, 
and merchandise control. This is really a con- 


densed book on retailing. 
J. W. W. 


The Problem of Business Failures, by 
Paul J. FitzPatrick. Philadelphia: 
The Dolphin Press, 1936, 157 pages. 


In spite of the wide dissemination of informa- 
tion during this generation in regard to running 
a retail store, there is no lessening in the ratio 
of failures and withdrawals from business. The 
problem of educating the small retailer in better 
management and of educating the potential re- 
tailer in opportunity analysis has not been 
solved. 

The problem is particularly serious in the 
retailing field. Approximately one per cent of 
all retail merchants become insolvent every 
year and nine per cent withdraw from business, 
generally with a considerable loss of capital. 
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The author analyzes the reasons for these 
failures. He suggests that it may be necessary 
to set up some form of government control. 
For example, prospective retailers may be 
licensed on a basis of a comprehensive examina- 
tion. 

While this solution is open to valid criticism, 
there is no doubt that serious attention must 
be given to the problem of failure, for the losses 
caused are estimated by the author at a billion 
dollars a year. 

J. W. W. 


More Profits from Charge Business, by 
Clyde W. Phelps. Chicago: House- 
hold Finance Corporation, 1936, 99 
pages. . 

It is the thesis of this study that the accepted 
advantages of a charge business are frequently 
but unnecessarily lost through failure to con- 
trol slow-pay accounts. The disadvantages of 
these accounts are presented in detail. 

The author suggests a prompt pay program 
under the following headings: 


1. Investigate every new customer carefully. 

2. Explain your credit terms carefully to 
every new account and obtain definite 
agreement. 

3. Follow up customers promptly, sending 
out reminders immediately after agreed 
due dates, such as the tenth of the month. 

4. Suspend slow payers at the end of your 
credit period. 

5. Help delinquents by showing them how 
they can pay. 

6. Act decisively, exerting prompt collection 
pressure on those able but unwilling to 
pay. 

Dr. Phelps has also summarized this study 
for the use of retailers in a pamphlet of 35 
pages called “The Ten Hidden Losses in Slow 
Charge Accounts.” 

J. W.W. 


Boston Conference on Distribution. Bos- 
ton: Retail Trade Board, Boston 


Chamber of Commerce, 1936, 101 

pages. 

It is difficult to review the performances of 
ee this is what is called for in 
connection with the annual compilation of the 
able addresses delivered at the Boston Confer- 
ence. The contributors’ list is a veritable 
“who’s who” in retailing. 

The conference held this fall rightly stressed 
the subject of public relations. The director, 
Mr. Daniel Bloomfield, summarized as follows 
the present distribution needs, as brought out 
at the Conference: 

1. Interpreting itself to the consuming public 
in order to establish intelligent understanding of 
the processes of distribution 

2. Evaluating consumer needs, wants, and 
desires through study to consumer reactions in 
terms of behavior 

3. Developing more scientific market analysis 

4. Reducing economic waste in the process 
of getting goods from producer to consumer 

5. Developing executive personnel with vi- 
sion to cope with the growing complexity of the 
distribution process 

6. Increasing the efficiency of selling person- 
nel through adequate training methods and 
financial incentives 

7. Establishing sound trade relations between 
manufacturers and distributors 

8. Removing the destructive antagonisms 
among groups within the field of distribution 

9. Protecting itself against the handicaps of 
unsound, uneconomic legislation 

J. W. W. 


Retail Buying under the Robinson- 
Patman Act, by John W. Wingate. 
New York: Journal of Retailing, 1936, 


64 pages. 

The publication of this study was delayed 
to allow expansion. It covers the effect of the 
new price-discrimination law on customary 
pricing devices and discusses the possible and 
probable effects of the Act on marketing 
methods. 


Contributors’ Column 


Mr. Bernard I. Galitzki is now engaged in merchandise control at 
James McCreery and Company. The article in this issue is a part of a 
research study he conducted at the School of Retailing last spring, where 
he was a research scholar. 

Mr. Benjamin H. Namm, president of The Namm Store and Treasurer 
of the School of Retailing conducted a radio broadcast on ‘‘The Mini- 
mum Wage” along with Industrial Commissioner E. L. Andrews. The 
discussion is summarized in this issue. 

Mr. S. O. Kaylin is a teacher in the adult division of the Central School 
of Business and Arts, New York, and Mrs. Betty G. Adelson was for- 
merly a teacher there. 
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